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TX  -  PAID  UP   

NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR 
STRIKE  ANY  OF  THE  FOLLOWING  INFORMATION  FROM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED 
FOR  RECORD  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S 
LICENSE  NUMBER, 

NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

THIS  LEASE  AGREEMENT  (this  "Lease")  is  made  as  of  the    25    day  of  July    .  2008,  between  the  Sherrylynn 
D.  Thomas,  f.k.a.  Sherrvlvnn  Dry,  a  married  woman  dealing  in  her  sole  and  separate  property  .  whose  address  is 
23  Hillcrest  Court  South  ,  Roanoke,  Texas  76262,  as  Lessor,  and  XTO  Energy  Inc.,  whose  address  is  810  Houston 
Street,  Fort  Worth,  Texas  76102,  as  Lessee. 

1 .  Leased  Premises.  In  consideration  of  a  cash  bonus  paid  upon  execution  of  this  Lease,  and  the  covenants  herein 
contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  land  described  on  Exhibit  "A"  attached  hereto 
(the  "leased  premises")  in  Tarrant  County,  Texas  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas. 
For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent 
elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and  other  liquid  and  gaseous 
hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well 
as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  The  leased 
premises  shall  include  all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to 
execute  at  Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or 
accurate  description  of  the  leased  premises.  In  the  event  Lessor  owns  any  additional  acreage  than  that  for  which  bonus 
was  originally  paid,  Lessee  shall  pay  additional  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paid  when  this 
Lease  was  acquired.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross 
acres  specified  on  Exhibit  "A"  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term.  This  Lease  is  a  "paid  up"  lease  requiring  no  rentals.  Subject  to  the  other  provisions  contained  herein, 
this  Lease  shall  be  for  a  term  of  Three  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as 
oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands 
pooled  therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 
credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  m  the 
same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity; 
and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five 
percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate 
part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party 
deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the 
prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 
purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations, 
or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no 
shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production. 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting, 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing, 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffiliates. 


outstanding  voting  interest;  or  (ii)  !coJri£X^^£^-  Less<*uovms  more       <»  P«ent  (10%)  of  the 
more  than  ten  percent  (10%)  of  the  otZnd  ne  vmn  BZSS  ^  T?PiW        ent"y  ™  Which' t0gether  with 
P-nershiporSther^ 

above  addS^  sI'  ££  0°r) ^tSlSTl^  ?  ^  Sha"  *  ^  "  ^  »  L™<*  a«  *■ 
of  from  time  to  time.  All  S^SS^  ^  ^  ^  ^ 

permanently  ceases  from  any  cause,  including" »Z oTun'i.  r^Ll  pr°duCtlon  <whe*er  or  n°*  j"  Wing  quantities) 
action  of  any  governmental ^authoriw  fn  ,ht  ^1  t  boundar,es  Pf"211*  t0  provisions  of  Section  6  or  the 
nevertheless  remain™™  rK'cST™ n       •  "  T  °themiSe  being  maintained  in  force  *  shall 

well  or  for  oZli^ZZ7Z^ZTZ^I  *"  ^  ^  °r  fordrilling  an  additional 

hundred  eighty  (180)  days  ^fcom^e^JZlTT        \  T  .  °r  lands  Pooled  th^with  within  one 

after  such  Lsation  ofTl  producZ    I afthTen of  Z  ^  ,  ^  "  W!thin  °°?  md         (180>  davs 

formations  then  capabfo pTlcing pay SXltrr"'  (3>  *  f^'0"  46  ^  premises  35  t0 

governmental  authority  having  jurisdiction  to  doso  For  hVnZ?     fT  I         V  !  prescnbed  or  Pitted  by  any 

production  on  which  LesTo fs  roTaTr/*  S^Sl  to  T^Tr  "*  ^  «<"»» that  ,he 

acreage  covered  by  this  Lease  SiLlnT?  A  u  proportion  of  the  total  unit  production  which  the  net 

instances  shall  no"  Zm^I^f^Z  ^hT  h       ?      T,'  ^  ta  the  Unit  Pooling  in  °ne  °r  «"« 

of  production,  in  orde?  to  coZm  to he we II snar^T  T™'0"  °*  b°,h'  dthe'  before  or  ""cement 
authority  hav  ng  jurisd^  Tto confb™ to  ^Z,  T  X  T^"  °r  permitted  bv  the  governmental 

authority.  In  making  suTaZlnL^Z  IXT  Z  df ™ination  *  »«h  governmental 
stating  the  effective  date  of  reviZ Jf ZZ    f  ^  '  WnttCn  declaration  describing  the  revised  unit  and 

revision,  the  pro^rttn  J^^^S^-        *  fr0m  *e  «»*  bv  virtue  of  such 

accordingly.  In  the  absence  of  1^^  ?^  T  •  ■    T       payable  hereunder  shall  thereafter  be  adjusted 

Pooling  hereunder  ^iJ^^^^rJ^f^^  «*V»  °f  ««^on- 
tracts,  no  pooling  or  unitization  of  mv*ltv  intl^     IT       interests-  rf  th>s  lease  now  or  hereafter  covers  separate 

result  mere*  t^  iX^  lSC^^^nZ^TT  ^"l^  or  shal>  «*  ^  or 
pool  as  provided  above  with  consequent Sn!Su  k  IfS6e  Sha"  neverth«'^s  have  the  right  to 

"separate  tract"  mean  any  tmTwXlat  owners hin  differin  "  ab°Verv,ded-  M  used  thi.  paragraph,  the  words 
that  as  to  any  other  part  of  the  leased  SL  P  &  "°W  "  ^  35  ,0  ^  or  amo^.  *«" 

royJties  SlKS^^  ot  anv  Dart^f  th  f  T  ^  ^  ^  ^  the 

shall  be  reduced  to  the  proportion  that  L^or's  nLTin  !  ^nT  °f  the'eased  Premlses  OT  '««"•  Pooled  therewith 
in  such  part  of  the  leased  premise  P3rt  °f  the  leaSed  premises  bears  t0  *<= "<ineral  estate 


2 


shall  extend  to  their  respXe'  hei  ™sees  executed  Xinil,  ^  °b"gati°nS  °f  ^  ^  here™«* 

ownership  shall  have  the  effect  of  redudnX'  T^T'  ^m  "'^'""essors  and  assigns  No  change  in  Lessor's 

transferred.  If  Lessee  transfers  a  full  or  Mndi^H  inwl      .V      8  66  Wlth  respect  t0  ^  interest  not  80 

wells  shalSDurrJlthtS0Ciated  With,Lessee's  °Perations  «"«ed  to  the  drilling,  completion  and  reworking  of 

Furthe  ,  LessTheX «      to  £  iinTf '  °'  ■^'i8™'  0r  stric,,r  ,iab,e  act  "/omission  of  Lessee. 


16.    Top  Leasing  Permitted.  There  shall  be  no  prohibition  or  limitation  on  top  leasing. 
a-iooHgatSS 
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STATE  OF  TEXAS 


COUNTY  OF  TARRANT  § 


This  instrument  was  acknowledged  before  me  on  the     25     day  of  ~Wu 
SherrylYty)!).  Thomas,  f.k.a.  Sherrvlvn  Drv  «  -irried  woman 


^  2008,  by 


dealing  in  her  sole  and  separate  property 


-  ^7^-  ~  f  

Notan/Public,  State  of  Texas 


BRYAN  CHARLES  FERRANT 

Notary  Public.  State  of  Texas 
My  Commission  Expires 
Match  1U  2012 
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EXHIBIT  "A: 


0J40  acres,  more  or  less,  out  of  the  J.  Walker  Survey,  Abstract  No.  1654  and  being  Lot  6B3,  Block  6,  out  of  the  G.W.  Burkett's  Subdivision,  an 
Addition  to  the  city  of  Ha  Horn  City,  Tarrant  County,  Texas,  according  to  the  Plat  recorded  in  Volume  388*  Page  50,  Plat  Records,  Tarrant  County 
Texas  and  being  those  same  lands  more  particularly  described  in  a  Warranty  Deed  dated  December  14, 1988  from  Billie  Jo  Graham,  individually 
and  as  Independent  Executrix  of  John  ie  Corn  Estate,  deceased  and,  Kim  Diann  Shipley  to  Sherrylyn  Dry,  recorded  thereof  in  Volume  9471,  Page 
1178,  Deed  Records,  Tarrant  County,  Texas  and  amendments  thereof,  including  streets,  easements  and  alleyways  adjacent  thereof,  and  any 
riparian  rights. 
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